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Good Tidings for the New Year:
From Our Chairs

Where has the year gone? Seems like we say that every year, and even more so as we grow
older. For the year-end issue of Planner, and as the chairs of the AICPA Personal Financial
Planning Executive Committee and the Personal Financial Specialist Credential Committee, we
could not miss this opportunity to recap some of the key developments within the PFP
Membership Section and the PFS Credential Program in 2005.
2005 kicked off with another successful conference in Fajardo,
Puerto Rico, with over 500 attendees. While celebrating the PFP
Division's 20th anniversary, the AICPA announced the launch of the
PFP Center Web site. The site offers premium content for section
members and credential holders, and provides CPAs with over 2,000
articles and hundreds of resources, tools, and checklists on numer
ous financial planning topics. Statistics from the first half of 2005
show that the PFP Center leads all other AICPA centers in activity,
with over 140,000 site visits, 4,500,000 pages viewed, and an aver
age visit time of 21 minutes. Additionally, several PFS activities were
Joel H. Framson
showcased at the conference, including an exclusive marketing and
communications workshop which will be offered, again, only to credential holders at this year's
conference in San Diego.
During tax season, our PFS credential holders were spotlighted on USA Today's online "Money
Page," providing guidance on tax matters to hundreds of consumers. Following September's
weather events, PFS credential holders answered questions about disaster recovery. They con
tinue to field questions on other financial planning related ques
tions through AICPA's 360 Degrees of Financial Literacy program
entitled "Ask the Money Dr.," which is also the program through
which they answered the disaster questions. This program was
introduced and highlighted at the AICPA Spring Council meeting,
along with the Women's Financial Literacy program.
In addition to the resources offered through the PFP Center, sec
tion members and credential holders were presented with addi
tional practice management and marketing tools throughout the
year. We created and broadcast several Web casts for section
Michael M. Eisenberg
and credential holders on topics including estate planning, estate
and trust administration, and compensation strategies. In the wake of Hurricane Katrina,
Disasters and Financial Planning: A Guide for Preparedness, which was distributed to members
in April, took on greater significance as a resource to assist individuals who were affected by
disaster. The guide was developed by the AICPA, the National Endowment for Financial
Education (NEFE), and the American Red Cross and is a companion piece to the previously pub
lished Disaster Recovery: A Guide to Financial Issues.

In cooperation with the Foundation for Fiduciary Studies, PFP Section members received an
advanced copy of The New Fiduciary Standard: The 21 Prudent Investment Practices for Financial
Advisers, Trustees, and Plan Sponsors (Bloomberg Press) as an exclusive member benefit. The
Continued on next page
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New Fiduciary Standard builds on the 27 practices identified in the
Prudent Investment Practices handbook that was developed last
year, and it provides practical application of the Handbook's prac
tices. The AICPA supports the establishment and maintenance of
the highest fiduciary standards, and believes both the Handbook
and New Fiduciary Standard will enable the current fiduciary to bet
ter understand his or her role. These tools may also help you realize
better investment performance for your clients.
And new this year, we have a dedicated staff member in
Washington D.C. representing the needs of CPA financial plan
ners on behalf of the AICPA. As an example of our efforts on the
Hill, representatives of the AICPA's PFP Executive Committee and
the AICPA met with commissioners and senior staff of the
Securities and Exchange Commission regarding its rule, Certain
Broker-Dealers Deemed Not to Be Investment Advisers, to raise
the concerns many of you voiced. The AICPA will keep monitor
ing pending legislation and regulation that will impact financial
planners, such as pension reform, estate tax repeal, and the reg
ulation of financial planners. We will provide you with critical
information that may impact your practice, and we will continue
to represent your views and interests in Washington.

Throughout the year—and on your behalf—our credential pro
gram coordinates opportunities to market the PFS credential in
the media. This significant public relations initiative translates
into benefits for you including: more positive recognition in the
marketplace, status as an expert, authority in the financial plan
ning field, and education to consumers about the breadth of
services that you provide. Our public relations achievements in
the past year have been significant including, to name a few:

organizing more than 200 media appearances and reaching 266
million consumers in the marketplace through TV, radio, and
print. We also conducted media tours in several major U.S. cities
and worked with many state CPA societies to position spokes
people for media interviews.
We continue to build our relationships with federal government
agencies to position CPA financial planners as trusted advisors to
individuals and to the business community.

The U.S. Department of Labor (DOL) invited us to partner in the
delivery of seminars in 2005 geared to educating the small busi
ness community about responsibilities related to the administra
tion of health benefit programs.

This year, we also partnered with the DOL in the development of
a new seminar program focusing on employee pension plans,
which was targeted to women business owners. This pilot semi
nar program was developed in partnership with CalCPA and will
be expanded to other states across the country.
The PFP Membership Section also entered into a partnership
with the DOL Women's Bureau to deliver monthly teleconference
calls. The calls provide an opportunity for our section members
to educate women about important personal financial planning
steps they can take to help manage their personal and business
activities.

We look forward to seeing you in San Diego. Until then: Good
tidings to you all, and to all a happy and prosperous 2006!
Joel H. Framson, CPA/PFS, Chair, PFP Executive Committee
Michael M. Eisenberg, CPA/PFS, Chair, PFS Credential Committee •

I Benefit Plans Under IRC Sections 79, 412(i),
419, and 501 (c)(9) (VEBAs): Uses and Abuses
By Lance Wallach, CLU, ChFC, CIMC

While many taxpayers adopt legitimate voluntary employee ben
eficiary association (VEBA) plans, welfare benefit plans (419(e)
plans), and fully-insured defined benefit pensions (412(i) plans),
the foregoing are also sold as a way for owners to obtain huge

tax deductions with the ability to take money out of a corpora
tion tax-free, protect assets from creditors, tax deduct life,
health, disability, and long-term care insurance premiums, and
pass wealth tax-free to the next generation. This article will
explore these claims.

Continued on next page
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I have worked for years without problems
with each of these benefit plans. Yet a review
of recent Internal Revenue Service rulings and
court cases instituted by the IRS, as well as
the Department of Labor (DOL), shows that
some taxpayers adopting 419 plans or 412(i)
plans have had tax deductions disallowed,
been the subject of lawsuits, or even worse.
The IRS has deemed many plans to be "listed
transactions" (or potentially abusive tax shel
ters) requiring notification to the Service and
the potential triggering of heavy penalties.

When the various plans are sold and operat
ed properly, they can provide excellent
advantages. However, rather than brave the
regulatory minefield, many accountants and
advisors would rather simply just say "no."
How can a non-specialist differentiate
between a legitimate plan and one that the
IRS or DOL may attack?

Some insurance companies have stopped
allowing their products to be sold in connec
tion with these plans. This is usually a direct
result of a number of lawsuits against insur
ance companies in connection with such
benefit plans, usually after the IRS has closed
down a plan or disallowed tax deductions. In
such situations, the insurance company is por
trayed as the "deep pocket" which should have
done a better job of investigating the integrity
and history of the plan administrator.
[Interestingly, other insurance companies nor
mally see their roles as issuing and under
writing insurance and annuity contracts and do
not opine on the purported tax benefits.]

VEBAs (501(c)(9))
VEBAs potentially provide a triple tax benefit:
(i) contributions to a legitimate VEBA or other
welfare benefit plan may be tax-deductible
within the limitations of sections 419 and
419A of the Internal Revenue Code (IRC), as
actuarially-determined; (ii) investment
income may accumulate tax-deferred inside a
VEBA; and (iii) benefits paid from the VEBA
can be distributed income tax free, either as
death proceeds of life insurance (under IRC
section 101(a)) or for health reimbursement
arrangement benefits under IRC section
105(h). Welfare benefit plans are similar
except that they do not provide tax-free
investment income inside the plan.

If properly designed and established, the ben
efits inside a VEBA/419 plan are protected
from creditors, and the death benefits may be
excluded from the participant's estate for
estate tax purposes.

"

VEBAs are
underutilized,

Recently, when the author addressed the
annual convention of the National Network of
Estate Planning Attorneys, the attorneys
were surprised to learn about using VEBAs to
tax-deduct life insurance premiums while still
excluding the death proceeds from the
insured's estate. This makes for an ideal
package: Instead of buying life insurance with
after-tax dollars inside an irrevocable life
insurance trust (ILIT) to pay estate taxes, it
may be possible to make a tax-deductible
contribution to the VEBA, let the VEBA buy
the life insurance with pretax dollars, and
name the ILIT as the irrevocable beneficiary.

under-marketed,

and misunder
stood plans."11

Similarly, at the National Convention of the
American Association of Attorney-Certified
Public Accountants, which I also addressed,
the attendees were interested to learn about
using VEBAs to attract high net worth clients.
These are underutilized, under-marketed, and
misunderstood plans.

419A(f)(5) and (6) Plans
Over the past few years, the Treasury and the
IRS have acted forcefully to eliminate socalled section 419 plans. In Notices 2000-15
and 2001-51, the IRS included such plans as
potentially abusive tax shelters or "listed
transactions." Treasury Decision 9000
extended the scope of those notices. The
section 419 plans that are in disfavor with
the IRS are those plans that claim to be
exempt from the tax-deduction limitations
imposed by IRC sections 419 and 419A by
virtue of supposed compliance with IRC sec
tions 419A(f)(5) or 419A(f)(6). However,
many of the other 419 plans that I have seen
also appear to be abusive either in design or
operation. So-called section 419A(f)(5) plans
are marketed as "union" plans (sometimes
called VEBAs). The IRS considers such
arrangements to be listed transactions.
Section 419A(f)(6) plans, also called "10-ormore employer plans," are marketed as
exempt from tax deduction limitations alto
gether. Some plans have even claimed to be

Continued on next page
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exempt from nondiscrimination require
ments. It now appears that the IRS suc
ceeded in eliminating most of these plans
by issuing regulations under this Code
section and by classifying these arrange
ments as listed transactions.

The ramifications for clients who are
involved in abusive tax shelters are sub
stantial. Code section 6707A provides for
a $100,000 penalty for an individual and a
$200,000 penalty for all other taxpayers
when the client does not disclose involve
ment with a listed tax transaction. The
IRS may not waive this penalty, nor can
the penalty be reviewed or overturned by
a court of law.

The IRS has made it clear that this is not
a game. Advisors (financial planners,
CPAs, accountants, attorneys, enrolled
agents, and others) are not outside the
reach of the IRS.

Note that Act section 822(a)(1)(B)
provides in part that:

"The Secretary may impose a monetary
penalty on any representative
... (which) shall not exceed the gross
income derived from ... the conduct
giving rise to the penalty ..."
[emphasis added]

An IRS press release (IR 2004-138)
states that:
"The new 2004 Jobs Act strengthens
our hand in the fight against abusive
shelters," said IRS Commissioner
Mark W. Everson. "Linder the new
law, attorneys, accountants and other
tax advisers who fail to comply with
these disclosure requirements will
face significant monetary penalties."

are not fun and can cause significant grief
for both the advisor and his or her unsus
pecting clients.

The best course of action when dealing
with advanced tax planning is to work
with someone with a track record of
reputability.

412(i) Fully Insured
Defined Benefit Plans
412(i) plans continue to generate both
interest and caution following recent
Internal Revenue Service and Treasury
Department actions to crack down on a
number of abusive schemes that had
cropped up in this marketplace.
Unlike 401(k) and other defined-contribu
tion plans, 412(i) defined benefit plans,
are not subject to the $42,000 contribu
tion limit. The plan contribution may far
exceed 100% of compensation. (We have
seen cases in which tax-deductible contri
butions in excess of $200,000 per year for
a single participant were available.) For
example, W-2 wages of $50,000 would
permit a maximum SEP-IRA contribution
of $12,000 for a 50-year-old, but would
allow a 412(i) contribution of over
$75,000.
When I addressed the National
Convention of the American Society of
Pension Actuaries, Jim Holland, IRS chief
actuary, spoke about the Service's con
cerns about abusive 412(i) plans. Since
then, officials from the IRS have publicly
and privately expressed concerns about
abuses in the 412(i) arena. As early as the
2003 Los Angeles Benefits Conference,
concerns were expressed primarily about
some perceived abuses:

(i)
Many advisors are unaware that the IRS
has a task force that does nothing but
hunt down clients that are in abusive 419
plans. If the IRS believes an advisor is
involved—in any way—in promoting abu
sive 419 plans, that advisor will receive in
the mail a request for production of docu
ments and for a client list. These inquiries
PFP PLANNER — November/December 2005

(ii)

Use of life insurance contracts
rather than annuities as the pri
mary or exclusive funding vehi
cle for 412(i) plans;
Use of life insurance products
designed to minimize cash
values upon early plan termina
tion; and

(iii)

Funding for benefits that exceed
Code section 415(b) limitations.

I recently heard of a 412(i) plan described
as "two retirement plans in one: one for
the participant and one for the insurance
agent." However, such criticism does not
apply to all 412(i) plans; rather, only to
abusive plans with some or all of the fea
tures described above.

Properly structured 412(i) plans are viable
if they avoid the pitfalls described above
and can provide the maximum tax deduc
tion and retirement benefit.
The greatest tax deduction may be
obtained by combining both a 412(i)
plan with a VEBA.
Remember, both plans must be adopted
before the end of the tax year.

Section 79 plans that purportedly
offer large tax savings still have
unresolved issues. I recommend consult
ing with knowledgeable tax counsel and
benefit providers to develop an individual
ized approach for each client.
The information provided herein is not
intended as legal, accounting, financial,
or any other type of advice for any
specific individual or other entity.
Contact an appropriate professional for
any such advice.

Lance Wallach, CLU, ChFC, CIMC,
speaks and writes extensively about
VEBAs, retirement plans, and tax
reduction strategies. He speaks at
more than 70 conventions a year and
writes for over 50 publications. His
most recent books include The Team

Approach to Tax, Financial & Estate
Planning,(AICPA), and Wealth
Preservation Planning: A Team
Approach (The National Society of
Accountants). For more information
and additional articles on the subject,
please contact Mr. Wallach at
516-938-5007 or by e-mail at
lawallach@aol. com. •

AICPA conference

AICPA National Personal
Financial Planning Conference
Kick off the New Year at the AICPA National Personal Financial Planning Conference —

an information-packed 4-day forum that allows you to step away from your daily responsibilities
to network with peers, enhance your knowledge and fuel your business growth with new

opportunities in client service.
You won’t leave this conference empty-handed — guaranteed:

Hear a nationally recognized lineup of speakers who are always in demand
Make new contacts and reconnect with old friends at numerous networking events

Share key strategies in PFP with experts during relevant and thought-provoking sessions
Choose from 4 tracks including Fundamental, PrimePlus/ElderCare, Advanced Practitioner,
and Practice Management
• Meet and mingle with other PFS members to exchange insights and ideas
• Enjoy all the world-class amenities of the Manchester Grand Hyatt Hotel in San Diego

Who Should Attend?

Partners and sole practitioners and their staffs in public

accounting firms; financial planners; investment managers; CPAs; tax specialists; plus

others who want to increase their knowledge of personal financial planning.

Conference Keynote Speakers:
Ron Chernow
Distinguished Historian and Commentator

Don Phillips
Managing Director, Morningstar, Inc.

Presents an electrifying portrait of

Learn how to troubleshoot

America’s most brilliant Founding

client portfolios, identify

Father, Alexander Hamilton.

undervalued sectors.

Dr. Fred Kofman

Mark Tibergien
Moss Adams LLP, Seattle, WA

Co-founder and President of Axialent, Inc.,
an international consulting firm

Identify trends that are evolving

Will keep you enthralled with his

in the advisory business in general
and with CPA firms in particular.

unique insights on integrity in the

world of business.

Dr. Paul Nadler
Economist and Professor of Business Administration, Rutgers University Business School
Presents his insightful and often humorous view of the state of America’s economy.

www.cpa2biz.com/conferences
888.777.7077
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AICPA Personal Financial Planning Conference

TRACKS: AP-ADVANCED PRACTITIONER F-FUNDAMENTAL PM-PRACTICE MANAGEMENT PP/EC-PRIMEPLUS/ELDERCARE
FIELDS OF STUDY: CS-CONSULTING E-ETHICS M-MANAGEMENT PD-PERSONAL DEVELOPMENT SK-SPECIALIZED KNOWLEDGE T-TAX

Topics and speakers are subject to change.

SUNDAY, JANUARY 8 PRE-CONFERENCE VENDOR SESSIONS
8:00 am-10:00 pm AICPA 5K Run/Walk Supporting the 360 Degrees of
Financial Literacy Program
10:00 am-6:00 pm Registration & Message Center Open
11:00 am - 2:30 pm Vendor Session for PFS Credential Holders
201 Marketing and Communications for PFS
Credential Holders — A Practical Training Workshop
(complimentary) SK
Module A: Marketing PFS in Your Practice
Module B: How to Take Control of the Media Interview:
Getting Your Point Across
Module C: Selling Your Story to the Media: Successful
Media Pitching Techniques
12:00 pm -1:15 pm Concurrent Vendor Sessions (Select one) (complimentary)
202 Marketing Wealth Management in a
“Commoditized” World: How to Set You and
Your Firm Apart SK
203 Learn How to Become a Successful Financial
Planner, From a CPA’s Perspective SK
204 To Be Announced
205 To Be Announced
1:30 pm -2:45 pm Concurrent Vendor Sessions (Select one) (complimentary)
206 Strategies to Maximize Client Benefit Planning SK
207 The Search For Alpha: Measuring Real RiskAdjusted, Skill-Based Returns SK
208 Practice and Procedures for Life Insurance Policy
Audit SK
209 What CPAs Need to Know About Self-Directed
IRAs to Help Themselves and Their Clients SK
2:45 pm - 4:00 pm 210 AICPA Town Hall SK
Sponsored by:

SUNDAY, JANUARY 8 MAIN CONFERENCE - DAY ONE
12:00 pm - 4:00 pm Exhibit Hall Open
4:00 pm - 4:15 pm Welcome Remarks
Steve Levey, The GHP Financial Group, Denver, CO
4:15 pm - 4:45 pm Opening Presentation
1 Update on the National Issues Impacting the CPA
Profession SK
Barry Melancon, AICPA, New York, NY
4:45 pm - 6:00 pm Keynote Presentation
2 Alexander Hamilton SK
Sponsored by:
Ron Chernow, Distinguished Historian and Commentator,
New York, NY
6:00 pm - 7:30 pm Welcome Reception in the Exhibit Area
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MONDAY, JANUARY 9 MAIN CONFERENCE - DAY TWO
7:00 am - 5:50 pm
7:00 am - 8:00 am

Registration & Message Center Open
Continental Breakfast and Vendor Display

8:00 am - 9:30 am

Keynote Presentation
3 The Outlook for The Economy, The Dollar and
You SK
Paul Nadler, Rutgers University Business School,
Summit, NJ
Morning Refreshment Break & Vendor Display
Concurrent Sessions (Select one)
4 Financial Planning Services — An Added Value for
Your Clients CS
5 Financial Planning for the Older Adult CS
6 Insurance Strategies for Your Clients SK
7 Fiduciary Responsibility SK
L1 Luncheon Presentation
360 Degrees of Financial Literacy: CPAs
Make a Difference SK
Carl George, Chair, National CPA Financial Literacy
Commission, CEO, Clifton Gunderson LLP, Peoria, IL
Change Break
Concurrent Sessions (Select one)
8 Fundamentals of Insurance SK
9 Why Planning for Long-Term Care is a Critical
Component in Retirement Planning SK
10 Dynasty Trusts T
11 Technology Update SK
Afternoon Refreshment Break & Vendor Display
Concurrent Sessions (Select one)
12 Investments SK
13 Elder Abuse — Society’s Shame SK
14 How Tax Laws Affect Divorce Settlements T
15 Business Models for Advisory Practices M
(repeated in session 38)
Change Break
Concurrent Sessions (Select one)
16 Income Tax Planning Strategies T
(repeated in session 35)
17 Long Distance Care Giving SK
18 Alternative Investments SK
19 The New Retirement SK
Networking Reception

9:30 am-10:15 am
10:15 am -11:30 am
F

PP/EC
AP
PM
11:30 am -12:45 pm

12:45 pm -12:55 pm
12:55 pm-2:10 pm
F
PP/EC

AP
PM
2:10 pm-2:55 pm
2:55 pm -4:10 pm
F
PP/EC
AP
PM

4:10 pm -4:20 pm
4:20 pm - 5:50 pm
F
PP/EC
AP
PM
6:00 pm - 7:30 pm

Conference

agenda

AICPA Personal Financial Planning Conference

TUESDAY, JANUARY 10 MAIN CONFERENCE - DAY THREE
7:00 am - 6:00 pm
7:00 am - 8:00 am

Registration & Message Center Open
Continental Breakfast and Vendor Display

Concurrent Breakfast Sessions (Select one)
301 Leveraging AICPA Programs for Business
Development in PFP SK
302 Circular 230 T
303 Roundtable Discussion PD
7:50 am - 8:00 am Change Break
8:00 am - 9:30 am Keynote Presentation
20 Integrity — Key to Growth E
Fred Kofman, Axialent Inc., Miami, FL
9:30 am -10:15 am Morning Refreshment Break & Vendor Display
10:15 am -11:30 am Concurrent Sessions (Select one)
F
21 Challenges of the Triple Squeeze SK
22 Legal Documents for the Elderly SK
PP/EC
(repeated in session 36)
23 Business Succession Planning Techniques T
AP
24 Incorporating PFP Litigation Services to Your
PM
Practice CS
11:30 am -12:45 pm L2 Luncheon Presentation
Our Achievements and Next Steps for CPA Financial
Planners — Executive and Credential Committee
Chair Reports SK
Michael Eisenberg, Chair, PFS Credential Committee,
Michael M. Eisenberg an Accountancy Corp.,
Los Angeles, CA
Joel Framson, Chair, PFP Executive Committee,
Silver Oaks Wealth Advisors, LLC, Los Angeles, CA
7:00 am - 7:50 am

Sponsored by:

12:45 pm -12:55 pm
12:55 pm-2:10 pm
F
PP/EC
AP
PM
2:10 pm-2:55 pm
2:55 pm-4:15 pm

4:15 pm -4:30 pm
4:30 pm - 6:00 pm
F

PP/EC

AP
PM

Change Break
Concurrent Sessions (Select one)
25 The Mathematics of Gifting and Intervivos Sales T
26 Physical and Mental Changes with Aging: Coping
with What’s Normal and What’s Not SK
27 Middle Market Merger & Acquisition Mania SK
28 Accounting Aggregation for the High-End Client SK
Afternoon Refreshment Break & Vendor Display
Keynote Presentation
29 Fundamental Portfolio Construction and Analysis SK
Don Phillips, Morningstar, Inc., Chicago, IL
Change Break
Concurrent Sessions (Select one)
30 Discussion Thread Session for the Fundamental
Track CS
31 Discussion Thread Session for the
PrimePlus/ElderCare Track CS
32 Non-Qualified Deferred Compensation t
33 Advanced Tax Planning for IRA and Qualified Plan
Distributions T

WEDNESDAY, JANUARY 11 MAIN CONFERENCE - DAY FOUR
7:00 am -11:45 am Registration & Message Center Open
7:00 am - 8:00 am Continental Breakfast & Vendor Display

Concurrent Breakfast Sessions (Select one)
304 Social Security SK
305 Q&A — The Mathematics of Gifting and
Intervivos Sales T
7:50 am - 8:00 am Change Break
8:00 am - 9:30 am Keynote Presentation
34 Five Keys to the Best Managed Firms M
Mark Tibergien, Moss Adams LLP, Seattle, WA
9:30 am-10:15 am Morning Refreshment Break & Vendor Display
10:15 am -11:45 am Concurrent Sessions (Select one)
F
35 Income Tax Planning Strategies T
(repeat of session 16)
PP/EC
36 Legal Documents for the Elderly SK
(repeat of session 22)
AP
37 Special Needs Planning SK
PM
38 Business Models for Advisory Practices M
(repeat of session 15)
11:45 am
Conference Adjourns
7:00 am - 7:50 am

12:00 pm - 2:00 pm 401 AICPA and CALCPA Jointly Presents: California PFP
Practitioners: 10 Best Ideas for 2006 and Luncheon

AICPA 5K Run/Walk
Supporting the 360 Degrees of Financial
Literacy Program
Sunday, January 8
8:00 am -10:00 am
Lace up your sneakers and join us for a 5K run/walk to support the 360
Degrees of Financial Literacy Program, a national effort by the CPA
profession to educate the American public on financial topics. This special
event, sponsored by the PFS credential, provides an optimal occasion to
join forces with your peers and raise money for a good cause while
enjoying a scenic five mile trail up the San Diego coast. This fun social
outing is open to all conference attendees and spouses/guests in support
of the 360 Degrees of Financial Literacy Program and the PFS credential.
Contributions to the AICPA Foundation will be accepted at the conference
registration desk, earmarked for financial literacy projects. More details
about this event will be provided in
upcoming conference materials.
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Registration
4 WAYS TO REGISTER FAST

MAIL: Complete and mail the form to:
AICPA Conference Registration, PO Box 2210, Jersey City, NJ 07303-2210

ONLINE*: www.cpa2biz.com/conferences
PHONE*: 1-888-777-7077 or 1-201-938-3000
FAX*: 1-800-870-6611 or 1-201-938-3108

*Credit card registration only (AICPA VISA® Credit Card, American Express? Diners Club? Discover? MasterCard® or VISA®)

Hotel Phone: (619) 232-1234
Hotel Reservations: (800) 233-1234
Hotel Room Rate: $199 single/double
Hotel Reservation Cutoff Date: December 9,2005

Manchester Grand Hyatt

RECOMMENDED CPE CREDIT
26.5 (main conference); 3.5 for PFS Vendor Session and up to 3 for vendor sessions;
1.5 for AICPA/CALCPA Practitioner’s Forum

One Market Place
San Diego, CA92101

This conference was prepared in accordance with the Joint AICPA/NASBA Statement
on Standards for Continuing Professional Education effective on January 1,2002. The
recommended CPE Credits are in accordance with these standards; however, your
individual state board is the final authority on the acceptance of programs for CPE credit.

Ground Transportation — to and from the hotel and airport (please note: rates and times

CONFERENCE FEE
Registration fees are determined by current membership status in the PFP Section, PFS
Designee, Tax Division or AICPA. Please indicate member number on the registration form to
obtain the correct discount. Fee for conference includes all sessions, conference materials,
continental breakfasts, refreshment breaks, luncheons and receptions. Registration for groups
of 10 or more individuals per organization may qualify for additional discounts, please email
groupsales@cpa2biz.com for more information. Please note: There is no smoking during
the conference sessions.
Suggested attire: Business casual.
Prices and agenda are subject to change without notice.

Program Code: PFP06
CANCELLATION POLICY
Full refunds will be issued if written cancellation requests are received by 12/19/05. Refunds,
less a $100 administrative fee, will be issued on written requests received before 1/2/06. Due
to financial obligations incurred by AICPA, no refunds will be issued on cancellation requests
after 1/2/06. For further information, call AICPA Service Center at 1-888-777-7077.

HOTEL AND GROUND TRANSPORTATION INFORMATION
Contact the hotel directly to obtain their policy on reservations, deposits and cancellations.
Rooms will be assigned on a space-available basis only. Note, this conference is expected to
sell out, so please make hotel arrangements as soon as possible. To receive our special group
rates mention Group Code: AICPA, and that you will be attending AICPA Personal Financial

are approximate)

Hotel Parking: Self — $18 per day. Valet — $24 per day.
Taxi Service: From San Diego Airport — $10, 5 minutes.
Shuttle Service: From San Diego Airport — $5.00 one way.
AIRLINE INFORMATION
The AICPA has a special arrangement with Carlson Wagonlit Travel — The Leaders
Group to assist you with your travel arrangements. This travel agency may be reached
at 1 -800-345-5540. Please check www.cpa2biz.com/conferences for updated
airline information.

CAR RENTAL
Hertz Car Rental — AICPA Member Discounts: Call 1-800-654-2240 Ref. Code
CV#021H0012. Airline and car rental discounts are available only when you or your travel agent
book through the 1 -800 number. We strongly advise you to confirm your conference registration
and hotel reservation prior to making your travel plans. The AICPA is not liable for any penalties
incurred if you cancel/change your airline reservations. Rates are subject to availability.

EXHIBIT AND SPONSORSHIP OPPORTUNITIES
Don’t miss the opportunity to present and sell your organization’s services and products
to thousands of CPAs and financial professionals at AICPA conferences. For detailed
information on conference exhibit and sponsorship opportunities, please call
201-938-3054 or send your e-mail to exhibit@aicpa.org.
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form

Registration

CONFERENCE PLANNER

MEMBERSHIP INFORMATION
Very important—please be sure to complete.

AICPA Member?

□ Yes □ No

----------------------------------------------------Membership No. (Required for discount prices)

PFP Section/PFS Designee/Tax Division? □ Yes □ No
NICKNAME FOR BADGE

BUSINESS TELEPHONE

TITLE

E-MAIL ADDRESS

REGISTRATION INFORMATION
Please photocopy this form for additional registrants. If the information on your label is incorrect, please complete the following:

FIRST NAME

LAST NAME

Mi

FIRM NAME OR AFFILIATION

POBOX

SUITE

STREET ADDRESS

CONFERENCE FEES

11:00 am - 2:30 pm
12:00 pm - 1:15 pm
1:30 pm - 2:45 pm
2:45 pm - 4:00 pm

□ 201
□ 202
□ 203
□ 207
□ 208
□ 206
□Town Hall Meeting

MONDAY, JANUARY 9

Concurrent Sessions

10:15 am -11:30 am
12:55 pm - 2:10 pm
2:55 pm -4:10 pm
4:20 pm - 5:50 pm

□4
□8
□ 12
□ 16

PFP Section/PFS Designee/ AICPA
Tax Division Member
Member
□ M02Early Bird Discount
$795
$895
MAIN CONFERENCE

Nonmember

$1,095

□6
□ 10
□ 14
□ 18

TUESDAY, JANUARY 10

Concurrent Sessions

7:00 am - 7:50 am
10:15 am -11:30 am
12:55 pm - 2:10 pm
4:30 pm - 6:00 pm

□ 301
□ 21
□ 25
□ 30

□ 302
□ 22
□ 26
□ 31

□ 303
□ 23
□ 27
□ 32

WEDNESDAY, JANUARY 11

Concurrent Sessions

7:00 am - 7:50 am
10:15 am -11:45 am

□ 304
□ 35

□ 305
□ 36

□ 37

□7
□ 11
□ 15
□ 19

□ 24
□ 28
□ 33

□ 38

Full payment must accompany registration form.

$945

COMPLIMENTARY EVENTS
I would like to participate in the following:
□ AICPA 5K Run/Walk Supporting the 360 Degrees of Financial Literacy Program

† If you don’t presently have an

OR Please bill my credit card for $.

AICPA VISA® Credit Card, please

call 1-866-CPA-VISA for more

□ AICPA VISA® Credit Card†
□ Discover®

SAVE $50 by 12/9/05

$845

□5
□9
□ 13
□ 17

□ 209

My check for $payable to AICPA is enclosed.

Please circle appropriate rate.

□ M01 Regular Registration

Vendor Sessions

PAYMENT INFORMATION

ZIP

STATE

CITY

Select one from each time period.

SUNDAY, JANUARY 8

□ American Express®

□ MasterCard®

□ Diners Club®

□ VISA®

$1,145
CARD NO

EXP. DATE

BILLING NAME

(Sunday, January 8 — PFP06-RUNWALK)

□ CA Practitioners Only —10 Best Ideas for 2006 & Luncheon
(Wednesday, January 11 — Session 401)

SIGNATURE

In accordance with the Americans with Disabilities Act, do you have any special needs?

□ Yes □ No
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5CPA2-359

(If yes, you will be contacted.)

information or to apply for the card.

By Brian Boyle, CFA

For the last 20 years, investors have
embraced a form of investing known as
passive investing or indexing. The consensus
is that active managers have not been able
to outperform the market averages after
accounting for management fees and transac
tion costs, so investors were better off just
"buying and holding" a basket of indexes.
While this may have been the case over the
last 20 years, investors that operate under
this premise going forward are likely to
become disappointed over the next decade.
When it comes to investing, there are some
principles that have stood the test of time.
One is that you make your money the day
you buy. This axiom is true regardless of
whether you are talking about bonds,
stocks, or real estate. The key to passive
investment strategies is buying into the
respective indices at the right time.
Consider that over the last 23 years, bond
yields have gone from 14% to 4% today. If
you bought a basket of bonds in the early
1980s, you had a significant wind to your
back and it was pretty easy to make money
from an index of bonds. Similarly, stocks
experienced substantial gains over the last
25 years as a result of an unprecedented
increase in price/earnings ratios from a
multiple of 8 at the market bottom in 1974
to a high of 32 at the height of the market in
2000. Given these starting levels, it is easy
to see how passive investment strategies
did so well over the last quarter century.
However, there have been times in history
in which investors that bought into passive
investments took years and, in some cases,
decades to make their money back.
In the last 80 years, there have been three
instances in which all of the elements of the
stock market, the economy, and the debt
structure have come together like they have
today. The first occurred from 1922 to1929.
The second period was the 1949 to 1966 bull
market. The third comprised the years we
witnessed from 1982 to the top of the tech
bubble in March of 2000. All of the periods
ended tragically for investors as the excess
es that were built resulted in markets that

were extremely overvalued. Investors that
bought into index funds during the periods
following these bubbles ended up with very
poor returns.
In the book Bull: A History of the Boom,
1982-1999, Maggie Mahar makes a very
solid case as to why the markets are likely
to deliver very lackluster returns over the
next 10 years. Mahar laid out the following
15 to 19-year cycles to consider:

With the markets

recently reaching

four-year highs,
investors need to

rethink their
Period

S&P 500 Average Annual
Total Return (Inflation
Adjusted)

investment

strategies.

1930-1949

+3.2%

Valuations are

1950-1966

+ 14.1%

still at historically

1967-1982

+0.2%

lofty levels, and

1983-1999

+ 15.7%

passive invest
ment strategies

Over the last 70 years, the market has
been made up of a series of boom and bust
cycles. Unquestionably the last 16 years
has been one of those boom cycles in
which investors that indexed did very well.
However, those that indexed in the periods
following the booms, that is, the busts,
ended with very poor results and, in some
cases, barely managed to outpace inflation.
Investors that bought into a DJIA index in
1965 needed nearly 17 years to make their
money back.

are likely to
deliver

lackluster

returns.

With the markets recently reaching four-year
highs, investors need to rethink their invest
ment strategies. Valuations are still at histor
ically lofty levels, and passive investment
strategies are likely to deliver lackluster
returns. Current earnings per share for the
S&P 500 are $60.32. Over the last decade,
the inflation-adjusted growth rate of the S&P
500's earnings has been 3% annually. If the
S&P 500's earnings grow at a similar clip
over the next decade, 2015 earnings per
share would be $81.06. As the chart on the
following page shows, at a multiple of 15,
passive investing would result in an implied
real return of 1.98% (including dividends).

Considering that the 25-year average P/E for
the S&P 500 is 17.78 and that the 50-year

Continued on next page
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2015

2015

2015

P/E ratio

15

20

25

S&P 500

1,215.90

1,621.20

2,026.50

strategies likely

Div. yield

1.80%

1.80%

1.80%

to result in

Real return
per year
including dividends

1.98%

4.53%

6.85%

Nominal return
per year including
dividends (assumes
3% annual inflation)

4.98%

7.53%

9.85%

Year

With passive

mediocre
returns,
investors can

take several
steps to

enhance the

returns of their
portfolios.

average P/E is 16.48, investors are likely look
ing at returns between 5% and 7% annually
over the next decade from a passive invest
ment in the S&P 500. A look into bonds would
reveal a similar projection. With bond yields
hovering around 45-year lows, investors should
not expect substantial returns from bonds like
they experienced over the last quarter century.
With passive strategies likely to result
in mediocre returns, investors can take
several steps to enhance the returns
of their portfolios.

Alternative Investments. Alternative invest
ment strategies have been used for years by
institutions (such as the Yale Endowment) to
enhance returns. Alternative investments, also
referred to as nontraditional investments, are
investment strategies that utilize trading tech
niques that are generally unavailable through
public markets. These strategies include hedge
funds, private equity, real estate, natural
resources, and managed futures.

Skilled Security Selection: Some managers
are simply more skilled than others. We have
seen in the past 20 years a "stock market" in
which a rising tide lifted most boats. The next
decade is likely to be a "market of stocks" in
which skilled stock selection can add value as
the markets trade in a range. Focus on man
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agers that have a disciplined strategy that has
added excess return or "alpha" over various
market cycles.

Tactical Asset Allocation: Tactical asset allo
cators can add value by moving assets from
overvalued asset classes into undervalued or
less overvalued asset classes. For example,
when high yield bonds are more attractive
than treasury bonds, tactical allocators would
shift assets into the more attractive area.
Focus on tactical allocators with a proven
track record and a disciplined process.

John Templeton once said that the most
expensive words in the stock market are "this
time it's different." You make your money
when you buy and, as history has shown us,
buying and holding in markets that start at
historically high levels has proven to provide
passive investors with lackluster returns.
Brian Boyle, CFA, is the founder of
Boyle Capital (www.boylecapital.com),
a registered investment advisory firm
based in West Des Moines, Iowa and
president of One Up On the Street
(www.1uponthestreet.com), a private
label investment solution for investment
professionals. Mr. Boyle can be reached
at 515-327-1870 or by e-mail at
bboyle@boylecapital.com. •
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Year-End Tax Planning:
Things to Consider

By Leslie Michael, CPA/PFS

Make an early New Year's resolution and get a
jump on next year's tax planning now while
helping your clients think about their end-ofthe-year tax planning. Even though 2005 is
nearing its close, it is not too late to review
year-end planning strategies with your clients
by dusting off the ones you prepared earlier in
the year or by starting fresh.

With the various thresholds, phase-outs,
phase-ins, and tax law changes, not to men
tion the alternative minimum tax (AMT), the
most straightforward way to begin any year
end tax planning is to prepare a projection for
both this year and next year. Discuss with
your clients what you want to provide and
request they give you as much of their current
actual and anticipated information as possible.
By working through a projection for both this
year and next, you will be uniquely positioned
to help your clients make decisions about a
variety of year-end tax planning opportunities
and, perhaps, avoid surprises. In turn, this will
strengthen your position as the advisor they
need to turn to before making decisions.
After you've entered the known information in
your projection for both years, begin to evalu
ate the planning alternatives with the goal of
deciding whether strategies should be in one
year or the other. Some software programs let
you simultaneously view the impact of your
planning on a few key fields. Some of the
strategies that you might consider for year-end
planning are the tried and true, but others may
become more complicated by the greater
number of taxpayers becoming subject to
the AMT.

Capital Gains and Losses. Review your
clients' security portfolios and see if they have

NOT GETTING OUR
E-MAILS?

losses to offset capital gains. Perhaps there
are capital loss carry-forwards that could last a
long time. If one has no step-up in basis at
death, it could prove to be very beneficial to
use the capital loss carry-forwards to reset to
a higher basis. Talk with your client and his or
her broker about holding periods to maximize
long-term capital gain rates and help them
with tax loss harvesting. It might be beneficial
to specifically identify the lots being sold rather
than rely on the FIFO ordering. Check out their
mutual funds basis, unrealized gains, and
anticipated distributions. Help them evaluate
whether they should sell a mutual fund before
the distribution date and, if desired, buy in
after the distribution date, taking into account
the wash sale rules, if applicable.

With all of the spam e-mail the
average Internet user receives these
days, many Internet service providers

Retirement Plans. Don't forget to maximize

Spam blockers use one or several

retirement plan contributions and fund IRAs.
Are they candidates for Roth conversions or
can their income be managed between the
years to allow them to convert to a Roth or
make a Roth contribution? If your clients have
self-employment income, have they estab
lished and funded retirement accounts for
those dollars? Do their children have income
that could be used to fund a Roth IRA in
their names?

methods to identify and manage spam.

Health Savings Accounts. Have these plans
been funded to maximum amounts or are the
taxpayers candidates to consider an HSA?

Education. If your client has children in under
graduate or graduate school, then the tuition
deduction, Hope Scholarship credit, or Lifetime
Learning credit may be available to them. The
situation might be better if the student claims
these deductions due to adjusted gross
income limitations or because the AMT essen
tially prevented your client from benefiting
from the credits.
Continued on next page

NEW!

Continuing our efforts to provide PFP Section members with the most up-to-date
and useful tools and information to render quality financial planning services to
clients, we have added four new topical areas to the Personal Financial Planning
Center online: Closely Held Business Owner Planning; Government Benefits; Life
Events (for example, financial planning for buying a house or getting married); and
Special Situations (for example, financial planning for the needs of a disabled rela
tive or planning for the needs of sudden wealth clients). Visit the center at
www.aicpa.org/pfp and click on the resources tab.

(ISPs) distribute filters or tools to help
eliminate unsolicited email. These fil
ters have the unfortunate effect of
sometimes blocking the e-mail you
want to receive. Because of the large
number and diversity of providers and
e-mail filtering tools, we can only offer

general suggestions to help ensure you
get the e-mail you want while minimiz
ing spam in your inbox.

For example, they can let users main
tain their own personal "white list" of
legitimate e-mail addresses, maintain a
personal "black list" of blocked e-mail

addresses, or access community
white lists or black lists of known

spammer e-mail addresses. If you
can add e-mail addresses to your sys
tem's white list, this is often the easi
est way to ensure you don't miss
important e-mail.
In general, spam blockers employ

some type of category filters to allow
the user or network administrator to

set higher sensitivity barriers to e-mail
of a particular type (for example, a fil
ter can heighten sensitivity to and
block sexually explicit messages).

Most systems let you check blocked
e-mails and, if desired, mark it as email you prefer to receive. By mark
ing these e-mails as safe, further
mailings from those addresses are
allowed to penetrate the spam block
ing system.
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Military Personnel. Reservists who travel
while in the service (such as for drills or
meetings) and stay overnight more than 100
miles from home can take an above-the-line
deduction for unreimbursed travel expenses.
Energy Tax Act. Even though this is gener
ally effective for 2006, there are some
issues to consider now. The clean fuel vehi
cle deduction and qualified electric vehicle
credit were to be phased out 50% in 2005
but were reinstated in full for 2005 and elim
inated in 2006. There are fuel economy and
conservation credits available starting in
2006 for qualified vehicles. If clients are
considering purchasing a qualified vehicle, it
is probably worth evaluating whether it
would be more advantageous to make that
purchase in 2005 or 2006. Homeowners
also can receive credits in 2006 and 2007
for energy efficient improvements and solar
and photovoltaic credits. To take advantage
of these credits, taxpayers might consider
delaying some of these purchases until
next year.

Charitable Contributions. When evaluating
the taxpayer's adjusted gross and taxable
income for each year, it might make sense
to accelerate or defer charitable contribu
tions into the higher year if one year is sig
nificantly greater than the other. As always,
when you're reviewing the investment port
folio, there could be good candidates for
appreciated property gifts to charities.
Likewise, there may be losses to recognize
so that the cash can be given to the charity.
If cash flow and assets support it, your
client might consider establishing a private
foundation or contributing to a donoradvised fund. Based on income to be shel
tered and looking beyond just next year's
income, it might be advisable to contribute
several years' worth of charitable gifts. As
part of the client's overall planning strategy,
it could make sense to look at a charitable
lead trust or a charitable remainder trust.
Itemized Deductions. Accelerating deduc
tions may be a trap for AMT Although it
simply cannot be avoided in all cases, it is
important to minimize exposure or, at least,

maximize the potential minimum tax credit
carry-forward from deferral items. Be alert
for deductions of estate tax on such items
as retirement plan distributions received by
beneficiaries. This is an easily overlooked
and complex deduction, but it is valuable
because it is not subject to the 2% limit on
miscellaneous itemized deductions.

Stock Options. If your client has stock
options, some of which are incentive stock
options, evaluate the exercise, timing, and
values that will allow the taxpayer to maxi
mize incentive exercises and minimize expo
sure to the AMT. If your client sold previous
ly exercised incentive stock options during
the year, do not overlook the AMT basis of
those options, as it may present a golden
opportunity to recoup some of the client's
minimum tax credits.

Leslie Michael, CPA/PFS, is a partner in
Michael Associates, LLC in Indianapolis,
IN. You can reach her at 317-574-2124 or
by e-mail at lmichael@macpallc.com. •

